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part of the world produce a balanced budget unless the
present price-level is materially raised. Prices cannot be
raised by isolated action on the part of India or any single
country. This requires international co-operation. India
as a producer of primary products is suffering terribly by
the fall in prices, but it is impossible to say whether prices
will have risen to the extent anticipated by the Percy
Committee in 1935-6, and if not, what will be the extent
of this probable rise.

Assumption No. (ii) is that Burma will be separated
from India.  Everything seems to point in that direction.

Assumption No. (iii) is that there will be only one budget
for Federal and Central heads of revenue and expenditure.
The Committee have treated all Central heads as Federal.
This will naturally give the States a voice in purely British-
Indian taxation and expenditure. It will also make them
liable for possible deficits in Federal budgets due to the
inclusion of Central items. As the gains and losses will be
more or less equal, the States may not object.

The States were at one time unwilling to take over
responsibility for the pre-federation debt, which is a purely
British-Indian obligation. But now it seems that they would
be willing to take it over if they are satisfied that no por-
tion is uncovered by assets. Had they stuck to their
previous attitude, there would have been two budgets,
one Federal and the other British-Indian (or Central, as
it is called). But now they would probably be satisfied
with the assurance contained in the Percy Committee
Report (which is signed by two of their own representa-
tives) that the whole of the pre-federation debt is more than
covered by the assets that would be transferred to the
Federation and consequently the assumption made by the
Committee would be realized.

Assumption No. (iv) is that Bombay will be responsible